a 
Reterence Room 


NOMINATION OF ANDREW DOWNEY ORRICK 





HEARING 


BEFORE THE 


COMMITTEE ON BANKING AND CURRENCY 
UNITED STATES SENATE 


EIGHTY-FOURTH CONGRESS 
FIRST SESSION 
ON 


THE NOMINATION OF ANDREW DOWNEY ORRICK TO BE 
A MEMBER OF THE. SECURITIES AND EXCHANGE 
COMMISSION 


MAY 23, 1955 


Printed for the use of the Committee on Banking and Currency 


es 


UNITED STATES 
GOVERNMENT PRINTING OFFICE 
WASHINGTON : 1955 





COMMITTEE ON BANKING: AND CURRENCY 
J. W. FULBRIGHT, Arkansas; Chairman 


A. WILLIS ROBERTSON, Virginia HOMER E. CAPEHART, Indiana 
JOHN J.SPARKMAN, Alabama “ JOHN’ W. BRIOCKER, Ohio 

J. ALLEN FREAR, Jr., Delaware IRVING M.IVES, New York 
PAUL H. DOUGLAS, Illinois WALLACE F. BENNETT, Utah 
HERBERT H. LEHMAN, New York _.PRESCOTT S. BUSH, Connecticut 
A. 8. MIKE MONRONEY, Oklahoma J. GLENN BEALL, Maryland 
WAYNE MORSE, Oregon FREDERICK G. PAYNE, Maine 


J. H. YINGLING, Chief Clerk 
ROBERT A. WALLACE, Staff Director 


II 





NOMINATION OF ANDREW DOWNEY ORRICK 





MONDAY, MAY 23, 1955 


Unitep States SENATE, 
Commirrer oN BANKING AND CURRENCY, 
Washington, D.C. 

The committee met in room 301, Senate Office Building, at 10:05 
a. m., Senator J. William Fulbright, chairman of the committee, 
presiding. 

Present: Senators Fulbright, Robertson, Sparkman, Douglas, 
Monroney, Capehart, Bricker, Bennett, Bush, and Payne. 

Also present: Representative Mailliard, 

The Cuatrman. The committee will come to order. 

We have a nomination, and inasmuch as we like to give an oppor- 
tunity to the members present I think we can proceed with the ques- 
tioning on the nomination of Mr. Orrick before the rest of the members 
come. They will be here, some of them at least, very soon. 

Congressman Mailliard, of the Fourth District of C alifornia, has 
requested the honor of introducing the nominee to the committee. 
Congressman, we would be very glad to recognize you. 

Mr. Mazuutarp. Mr. Chairman, Gentlemen, I just wanted to pre- 
sent to you Mr, Orrick, who has been nominated to the Securities and 
Exchange Commission. He is.a constituent of mine and a lifetime 
friend. We went to college together. I just wanted to have the 
pleasure of presenting him for your examination and, I trust, approval, 
in this very important job for which he is extremely well qualified. 

The Cuarrman. Where did you go to school with Mr. Orrick, 
Congressman? 

Mr. Marmu1arp. Yale University. 

The CuarrmMan, Yale University? 

Mr. Mamuiarp. Yes, sir, 

The CuatrMan. Where is that? 

Senator Busx. Senator, I am very glad you asked that question, 
because it shows something is happening to your memory, Yale 
having honored you 2 years ago with a doctor of laws degree. 

The CuarrMan. I just wanted an opportunity for the Senator from 
Connecticut 

Senator Busu. I was going to bring that out a little later and in 
more kindly fashion. 

The CHarrMan. That is a very fine institution. 

Senator Busu. As one of its trustees, I thank the Senator for that 
very generous observation. 

The CuarrmMan,. Mr. Orrick, we are very pleased to have you here. 

I will ask the clerk to insert this biographical sketch on Mr. Orrick 
for purposes of the completion of the record. 

(The biographical sketch of Mr. Orrick follows:) 





” 
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BIOGRAPHICAL SKETCH OF ANDREW DowNnry ORRICK 


Date and place of birth: October 18, 1917, San Francisco, Calif. 

Residence: 2509 Scott Street, San Francisco, Calif. 

Education: The Thacher School, Ojai, Calif., 1931-35. The Hotchkiss 
School, Lakeville, Conn., 1935-36. Yale University, New Haven, Conn., 1936-40 
(bachelor.of arts degree). University of California, Hastings College of the 
Law, 1940-42, 1946-47 (bachelor of literature degree). 

Armed services: Enlisted in Army of the United States, July 1942. Com- 
missioned second lieutenant, Transportation Corps, January 1943. Aide-de-camp 
to Commanding General, Hampton Roads Port of Embarkation, 1943. Medi- 
terranean Theater of Operations, 1943; San Francisco Port of Embarkation, 
1944; Los Angeles Port of Embarkation, 1945. Relieved from active duty as 
captain, February 1946. 

Occupational record: Admitted to bar of the State of California, August 1947; 
associated with law firm of Orrick, Dahlquist, Herrington & Sutcliffe, August 
1947—February 1954. San Francisco regional administrator, Securities and 
Exchange Commission, February 1954 to present. 

Courts to which admitted: All State courts in the State of California. United 
States District Court for the Northern District of California. Court of Appeals 
for the Ninth Circuit. Supreme Court of the United States. 

Professional organizations: California Bar Association, San Francisco Bar Asso- 
ciation, San Francisco Barristers’ Club. 

Civic activities: The Visiting Nurse Association (director, 1950-54); San Fran- 
cisco Symphony Foundation (director, 1953-54); San Francisco Volunteers for 
ced Government (director, 1952—February 1954, president, January-February 
1954). 

Clubs: The Pacific Union Club, Bohemian Club and San Francisco Golf Club 
(all in San Francisco). 

Family status: Married Marjorie H. Soule, of Brookline, Mass., June 25, 1952. 
Children: Elizabeth Winsor Orrick, age 2; Andrew Downey Orrick, Jr., age 3 
months. 


The CHatrMan. This is an extremely important position in the 
opinion of this committee. I expect you are familiar with the fact 
that we recently had hearings on some of the subject matter—that is, 
the stock market—that is under the Securities and Exchange Com- 
mission. 1 think it is fair to say that this committee regards this 
subject as one of great importance. The stability of our economy is 
influenced by the Securities and Exchange Commission—whether or 
not it does a good job. 

I believe you had a position in a regional office of the SEC, did you 
not? 

Mr. Orrick. That is correct, Senator. I have been the regional 
administrator of the San Francisco region since February of 1954. 

The CHarrMAN. You are quite familiar then with the work, in 
general, of the SEC? 

Mr. Orrick. I am, sir.» Most particularly as it applies to the 
regional work. 

The CHAIRMAN. You are a graduate, I take it, of Yale University? 

Mr. Orrick. I am, sir. 

The CuarrMan. You have been practicing law since when? 

Mr. Orrick. 1947, sir. 

The CuatrMAN. How old are you? 

Mr. Orrick. Thirty-seven. 

The CuatrMAN. Were you practicing law with your father? 

Mr. Orrick. Yes, sir. 

The CuarrMan. Are you still a member of the firm? 

Mr. Orrick. I am not, sir. 

The Cuarrman. When did you 
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Mr. Orrick. Upon assumption of the duties as regional adminis- 
trator in February of 1954, I terminated all connections with the firm 
with which I had been associated. 

The CuarrmMan. Does that firm primarily have clients in the field 
in which the SEC deals or not? What is the character of the business 
of your father’s firm? 

Mr. Orricx. My father’s firm deals primarily with corporate 
practice. It emphasizes the practice in the corporate security and 
municipal security field. 

The Cuarrman. Do you feel that there is any conflict of interest 
whatever between your position in the SEC and your father’s firm? 

Mr. Orrick. Absolutely not. 

The CHarrMAN. Does the Senator from Illinois have a question? 

Senator Dove.as. Mr. Orrick, would you tell the committee what 
you think the most important functions of the SEC are? 

Mr. Orrick. It is a very broad question, Senator. I am certain 
that the Commission is and should be dedicated to the effective 
enforcement of the laws which are under its administration. 

Senator Doveias. What do you understand to be the most im- 
portant duties confided to the Commission by the basic laws? 

Mr. Orrick. I would consider, sir, the fulfillment of the require- 
ment of full disclosure insofar as the original, initial issues of securities 
are concerned. And in my field as regional administrator, the en- 
forcement of the fraud provisions of the 1933 and the 1934 acts is of 
paramount importance. 

Senator Doucias. Do you think this principle of full disclosure is 
a good one? 

Mr. Orrick. I do, sir. 

Senator Doveias. Do you remember how it was fought by the 
issuing houses when it was originally proposed? 

Mr. Orrick. I understand there was objection to it at the time. 

Senator Dovucias. Do you remember a leading figure in the New 
York Stock Exchange saying if you required issuing houses to tell the 
truth about securities they issue it would destroy the securities 
business? 

Mr. Orrick. I do not actually remember that, sir, no. 

Senator Doveias. Well, he later made a journey up the river from 
New York, but it was interesting testimony. 

How do you feel about that? Do you think that was a good move 
to require full disclosure? 

Mr. Orrick. Indeed I do, sir. 

Senator Doveias. Do you think perhaps the requirements are too 
severe for small corporations? 

Mr. Orrick. No, I personally do not, and I am speaking as an 
individual, Senator. 

Senator Dovenas. I understand, yes. What do you think are 
the advantages of full disclosure? 

Mr. Orrick. It affords the public the opportunity to know what 
they are buying, the value of what they are putting their money into, 
which otherwise would be denied them. 

Senator Dovetas. But then you do not subscribe to the principle 
of caveat emptor, let the buyer beware? 

Mr. Orrick. I believe, sir, that there must exist some force of law 
requiring certain minimum disclosures. 
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Senator Dovetas. In other words, you say the buyer is entitled to 
the truth? 

Mr. Orrick. Right, sir. 

Senator Dovetas. Have you studied the provisions to prevent 
manipulation of stock by insiders? 

Mr. Orrick. I have a general knowledge of it, sir. It has not 
been a specialty in the work that I have engaged in so far. 

Senator Doveras. What do you think are the chief abuses which 
the SEC Act aims to prevent in controlling so-called manipulation? 

Mr. Orrick. The acts are—and in particular the 1934 act—de- 
signed to prevent insiders from using unfairly information which 
they know about and of which the public is ignorant—which would 
result in the insiders gaining unconscionable profits. 

Senator Doveras. How does the act and how does the Commission 
try to prevent this? 

Mr. Orrick. By requiring full disclosures, by insiders—— 

Senator Dovatas. Dinblowirs of what? 

Mr. Orrick. Of the insiders—when they buy and sell and what 
their holdings are. 

Senator Doveras, Any other remedy? 

Mr. Orrick. Of course, there are the criminal and civil sanctions 
that are provided by statute. 

Senator Dovetas. What are the civil sanctions? 

Mr. Orrick. The 1934 act provides for the recovery of profits that 
are acquired by an insider where he has not made a full disclosure 
and where he has traded his holdings within a 6-month period. 

Senator Dovetas. Who is authorized to initiate such a suit? 

Mr. Orrick. The aggrieved party initiates the suit. 

Senator Dovetas. Who is the aggrieved party? 

Mr. Orrick. The corporation or—— 

Senator Doveuas. And if the corporation is controlled by the 
insiders who have made the profit, how effective a remedy is that? 

Mr. Orrick. Or I might add, Senator, it might be a derivative 
suit on the part of minority stockholders. 

Senator Doveias. Have you ever heard of family trusts? 

Mr. Orrick. Yes, I have, sir. 

Senator Dove as. Is it possible that family trusts could be used 
to circumvent the rules against manipulation? Do purchases by 
family trusts have to be disclosed? 

Mr. Orrick. I am not familiar with the answer to that question, 
Senator. 

Senator Dovenas. Well, I thought that they did not have to be. 
I look at our experts over there, but I thought they did not. 

Mr. Watuacs. They have to disclose it if the officer is a beneficial 
owner. 

— Dove.as. Have you thought about the problem of unlisted 
stocks? 

Mr. Orrick. I did not quite hear. 

Senator Dovetas. Have you thought about the problem of un- 
listed securities? 

Mr. Orrick. I am familiar with the problem, yes, sir. 

Senator Dovetas. What do you think it is? What is the problem? 

Mr. Orrick. The question is whether unlisted securities should be 
subject to the same reporting requirements as listed securities— 
that is, the securities listed on national securities exchanges. 
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Senator Dovetas. What are the arguments for and what are the 
arguments against? I am not asking you to take a stand on this, 
but—— 

Mr. Orrick. Among the arguments in favor of requiring unlisted 
companies to report in the same manner as listed companies is that 
the same abuses exist or might exist with respect to unlisted com- 
panies as in listed companies. 

Senator Dove.as. The arguments against? 

Mr. Orrick. Against the proposition that unlisted companies 
should be treated im the same manner as listed companies might be 
mentioned, from the standpoint of the unlisted companies, that an 
undue burden might be imposed upon some of the smaller companies, 
closely held companies, and also from the standpoint of the Securities 
and Exchange Commission, if unlisted companies were required to 
make similar reports and be subject to the same provisions as listed 
companies, the work of the Commission would be increased a great 
many times and would require a larger staff and result in greatly 
increased expenses. 

Senator Dovenas. That is all, Mr. Chairman. 

The CuarrMan. Does the Senator from Indiana have any questions? 

Senator Caprnarr. No. 

The CuarrMan. The Senator from Virginia? 

Senator Roperrson. No. 

The CHarrman. The Senator from Ohio? 

Senator Bricker. No. 

The CuarrMan. Senator Sparkman? 

Senator SpARKMAN. No questions, Mr. Chairman. 

Senator Busu. Mr. Chairman, I would observe that I think this 
gentleman is highly qualified. He has shown a great deal of dis- 
crimination in the past, having been educated at the Hotchkiss 
School in Connecticut and then at Yale University, the Senator’s 
adopted alma mater as well as my own alma mater. His whole 
background and professional training seems to me to fit him admirably 
for the position. I think the Commission is very fortunate to have 
such a splendid—— 

Senator Caprenarr. Will the Senator yield? I am sorry I did not 
notice that he had no education in Indiana. I am not so sure he is 
qualified. 

Senator Busu. Well, I think probably the University of Indiana 
will some day give him an honorary degree for the services he is about 
to render, Then you can get in on him. 

But I do think it is a splendid appointment, Mr. Chairman, and I 
certainly am very happy about it as a member of this committee. 

The Cuarrman. Does the Senator from Oklahoma have any 
questions? 

Senator Monroney. I have no questions. 

The Cuarrman. Mr. Orrick, do you have any views about what 
might be done about the so-called “penny stocks,” presently repre- 
sented by uranium stocks, which seem to be quite a nuisance to the 
SEC and everybody else for that matter? 

Mr, Orrick. I agree with you, Senator, that it is a serious nuisance. 
I understand that this committee perhaps and certainly the Com- 
mission itself is giving the most thoughful study to that problem. It 
is one which should in my opinion be high on the agenda of action by 
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the appropriate bodies. It is a serious question. I am not prepared 
at this time to express my opinion as to its solution. 

The Cuarrman. I thought maybe you might have given thought to 
it, because a great many of them originate out West, in Utah and 
Colorado and soon. I think there is an exchange for mineral stocks, in 
San Francisco, is there not? 

Mr. Orrick. There is what, sir? 

The Cuarrman. An exchange that deals especially in mineral stocks? 

Mr. Orrick. There is a registered 

The CuarrmMan. What do they call it? A mining exchange? 

Mr. Orrick. San Francisco Mining Exchange, sir. 

The Cuarrman. That is the place where such stocks often get their 
start, is it not? 

Mr. Orrick. Yes. 

The CuarrMan. I thought perhaps you had some special knowledge 
about that type of stock that might enlighten the committee. 

There is one other thing for the record. I asked about your father’s 
firm. I have a list of clients which I think for the record I should 
insert at this point.. I would like you to check them, however, to 
be sure that it is correct. 

Mr. Orrick. Yes, sir. 

(The list of firms referred to follows:) 





List oF CLIENTS OF THE Firm, Orrick, DaLquist, Herrincton & SuTcLirrs 


Andrew Downey Orrick was not a partner in. his father’s firm. He was 
admitted to the bar in 1947. 


First Western Bank & Trust Co. California-Pacifie Utilities Co. 
Hongkong & Shanghai Banking Corp. Russ Building Co. 

Crown Zellerbach Corp; Fireman’s Fund Insurance Co. 
Schwabacher & Co, Home Fire & Marine Insurance Co. 
Sutro & Co. Safeway Stores, Inc. 

R. H. Moulton & Co. Transamerica Corp. 

Del Monte Properties Co. Pacific Molasses Co., Ltd. 

Sierra Pacific Power Co. Bishop Oil Co. 


Of these firms, several are subject to SEC supervision because they are listed 
on a national securities exchange and because they engage in interstate sales of 
their. securities. These include: Crown Zellerbach Corp., Safeway Stores, 
Transamerica Corp. 

Others are brokerage firms. subject to SEC supervision. These include Sutro 
& Co, and Schwabacher & Co. 

One of the brokerage firms with which the SEC is currently engaged in litigation 
is J. Henry Helser & Co., which, it is understood, either was or is represented by 
Orrick, Dalquist, Herrington & Sutcliffe. 


The CuarrmMan. One further question. I understand that the SEC 
is currently engaged in litigation with one of the clients of your 
father’s firm, J. Henry Helser & Co., represented by Orrick, Dahl- 
= Herrington & Sutcliffe. First, do you know whether or not 
that is true? 

Mr. Orrick. It is not true, Senator. J. Henry Helser & Co. was 
a client of my father’s firm for a few years in and about 1949 and 1951, 
The attorney-client relationship was terminated between my father’s 
firm and J. Henry Helser & Co. in the latter part of 1951, to the best 
of my knowledge. It most emphatically is not and has not been, 
for a period in excess of 3 years, the attorneys for J; Henry Helser 
& Co, 

I might add that, out of abundance of caution, when I was the 
regional administrator in San Francisco, upon the ‘institution of the 
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suit by the Securities and Exchange Commission against the Helser 
Co., I disqualified myself from participation in that matter. 

The CHatrMan. I am very glad to hear that. 

What would be your attitude if any of these clients of your father’s 
firm should have controversy with the SEC? Would you feel you 
should disqualify yourself? 

Mr. Oraick. I think that my disqualification would depend on 
the circumstances, Mr. Chairman. In any matter where I had special 
knowledge of the affairs of the company for which my father’s firm 
acts as counsel, I would most certainly disqualify myself. 

The CxHarrMan. In other words, if your father came before the 
SEC representing any one of these companies, such as, for example, 
Safeway Stores, Trans-America Corp. or Crown Zellerbach, you would 
feel that you should disqualify yourself? 

Mr. Orrick. My feeling now, sir, is that I could view things with 
impartiality, but 1 would take another look at it, and I would be 
perfectly free to disqualify myself if it was thought to be in the best 
interests of the parties. 

The CHarrMan. Well, it is a problem. You recognize it is not a 
question of attacking your integrity or veracity. These are matters 
of human nature, human relations I guess one might say, that will 
arise I would think quite often in this sort of an appointment. People 
qualified to deal with these matters usually have had some connection 
one way or another with the same type of business. So I think it is 
a matter, that for the sake of the confidence of the public in our 
public institutions, we have to be very careful about. 

Mr. Orrick. Yes, sir. 

The Cuarrman. That is about all I wish to draw attention to. I 
wanted to draw your attention to the fact that the committee feels 
very strongly that in matters of this kind we should be extremely 
careful and not let the public ever get the idea that there is anything 
wrong with these relationships. 

Mr. Orrick. I fully recognize that problem. 

The Cuarrman. That is the only 

Mr. Orrick. And I will act with extreme caution in those matters. 

Senator Rosertson. I would like to ask the witness a question. 
What are the rights of appeal to the Federal courts from rulings of 
the SEC? 

Mr. Orrick. On decisions by the Commission on such matters as, 
for an example, denial or revocation of registration by a broker dealer 
with the Commission, there is a right to appeal to the circuit court— 
to the appropriate circuit court. 

Senator Rosprrtson. In those appeals is the Commission’s finding 
of facts conclusive upon the court? 

Mr. Orrick. I believe, Senator, the rule would be that if there is, 
in the opinion of the appellate court, substantial basis for the findin 
of the Commission that the findings would not be disturbed on appeal. 

Senator Ropertson. That is all. 

The CuarrMan. Any further questions? 

If not, thank you very much, Mr. Orrick. 

I suggest the committee now go into executive session to consider 
this nomination so that we can dispose of it, so we will excuse you now, 
Thank you. Thank you, Congressman. 


(Whereupon, at 10:30 a. m., the meeting proceeded in executive 
session.) 


x 














